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Mexican government officials announced recently that the "economic solidarity pact" introduced in
December will remain in effect for another three months. Consequently, wage rates, governmentcontrolled prices for goods and services, and exchange rates will not be changed during the threemonth period. The pact is effectively a temporary agreement among organized labor, the private
business sector and the government to refrain from wage and price increases, respectively, in order
to reduce inflation. The inflation rate for April was 3.1%, down from 15.5% in January. Consumer
price inflation for the month of May is expected to total 2%. While many economists allow that the
pact has been effective in dampening the inflationary spiral, they point out that a major cause of
the same has been the public sector deficit resulting from foreign debt payments. The government,
they say, has initiated no actions to reduce the long-term impact of this source of inflation and
economic stagnation. Total interest payments scheduled for 1988 are estimated at about $9 billion.
Government spending in the first quarter of the year dropped 8.7%. (Basic data from Prensa Latina,
05/23/88)
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